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SUMMARY OF ECONOMIC INDICATORS

Baltimore County economic indicators for the third quarter of 2000 offered a mixed
reading on the strength of the County’s economy.  County resident employment was up slightly from
a year earlier; however, the unemployment rate was also up.  The County’s resale residential
housing and new construction markets were both below  earlier levels.  Comparisons of the
County’s recent economic performance, coupled with a still favorable, but slowing outlook
for the U.S. and Maryland economies, indicates a slowing in the County’s economic growth
in FY 2001 and 2002.  Although revenue growth may not be as strong as in previous years,
revenues are still projected to grow by 3.7% and 1.4% in FY 2001 and FY 2002, respectively.
 

Employment among County residents increased by 6,229 persons, or by 1.6%, from
1999:Q3 to 2000:Q3, while the County labor force expanded by 7,625 persons, or by
1.9%.  With the labor force expanding at a quicker pace than resident employment, the
number of unemployed and the unemployment rate rose in the County over the
1999:Q3 to 2000:Q3 period (pages 2-3).

Housing activity remains strong and will likely continue to be solid but at lower levels in
FY 2001 and FY 2002.  Settlements on existing homes fell by 9.4% while pending sales
rose 10.3%, over the 1999:Q3 to 2000:Q3 period.  For the second quarter of 2000, the
value of new building activity in Baltimore County fell by 18.2% compared to a year earlier,
with new residential building permit activity down 5.2%, non-residential building permit
activity down 89.1% due to the lack of large new construction projects, while additions,
alterations, and repair activity was up 26.0% (pages 4-7).

Mortgage and other interest rates showed a mixed pattern in the third quarter, with
some interest rates rising and others falling from the second quarter of 2000.  After
increasing interest rates six times since June 1999, the Federal Reserve, in a surprise
move, lower short-term interest rates by 50 basis points on January 3, 2001. The Federal
Reserve also indicated that additional interest rate cuts might be forthcoming (pages 8-9).

Inflation is currently running ahead of previous years’ comparisons but is below the year-
over-year highs recorded this spring, indicating that inflation may be slowing.  Regional
and U.S. inflation was up by 3.1% and 3.5%, respectively, from September 1999 to
September 2000 (page 10).  Aggregate U.S. economic growth expanded at an annual
rate of 2.2% in the third quarter of 2000 -- well below the pace of the previous few quarters
(page 9).

Consumer spending continued to fuel the economic expansion due to strong personal
income growth and a high, but waning, level of consumer confidence. Consumer
Confidence has been in a up/down pattern since the beginning of 2000 with the
November 2000 reading the lowest since October 1999.  Despite the lower level of
reported confidence, consumers still seem poised to continue to support the current
economic expansion but not to the level of recent years (page 11).

County General Fund revenues totaled $719.0 million through November 2000, an
increase of $40.8 million or 6.0% over the comparable 1999 period.  While FY 2001 year-
to-date revenues are well ahead of FY 2000, the increase might not be as strong as it
appears; however, revenue growth is still solid (pages 13-16).
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ECONOMIC INDICATORS

EMPLOYMENT
Figure 1 shows quarterly employment levels for both County residents and County
employers -- the former measuring the number of County residents employed, and
the latter measuring the number of jobs supplied by County employers.  Year-over-
year comparisons show a relatively healthy County labor market in 2000:Q3.  From
1999:Q3 to 2000:Q3, County resident employment increased by 1.6% or 6,229
persons.  (In the second quarter 2000 Economic Indicators and Revenue Report,

it was reported that County resident employment fell slightly from 1999:Q2 to 2000:Q2.  However,
revised data indicates that employment actually rose by a little over 7,000 persons in that period).
 Currently, County resident employment stands at record levels, with the solid resident employment
performance reflecting the continued strength of the U.S. and Maryland economics.  Despite the
increase in employment, the County’s unemployment rate actually rose slightly from 1999:Q3 to
2000:Q3 as the County’s labor force expanded at a quicker pace than employment.  County jobs
over the 1999:Q1 to 2000:Q1 period rose by a solid 1.4% or 4,719 jobs (Figure 1).  
* County jobs data lags resident employment data by several quarters.

While the County employment picture remains positive, the State’s employment performance
over the 1999:Q3 to 2000:Q3 period showed even better results.  The number of Marylanders with
jobs increased by 2.3% over the 1999:Q3 to 2000:Q3 period.  Moreover, the number of jobs in
Maryland increased by 2.7% over the 1999:Q1 to 2000:Q1 period. 

The County’s total resident employment during 2000:Q3 averaged 389,339 persons -- well
above the previous years’ third quarter reading.  Despite the solid year-over-year employment
advance, the number of unemployed County residents rose by 1,389 persons, or by 9.5%, over
the 1999:Q3 to 2000:Q3 period.  Regardless of the current year-over-year rise in the number of 
unemployed County residents, over the last two years the number of unemployed County residents
dropped by 3,465 persons, or by nearly one fifth.  In 2000:Q3, only 15,934 County residents, out of
a labor force of 405,273, remain unemployed.  The recent  increase in the number of County
residents counted as unemployed might reflect, to some extent, the strong growth in the County’s
labor force over the 1999:Q3 to 2000:Q3 period.  Over that period, the labor force increased by over
7,600 workers, an increase of 1.9%.  This is in sharp contrast to the last several years when the
County’s labor force was contracting or showing little growth. 
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Baltimore County’s unemployment rate averaged 3.9% in 2000:Q3 -- up from 3.7% in
1999:Q3, but down from the 4.9% and 5.3% average in 1998:Q3 and 1997:Q3, respectively (Figure
2).  The decline of a full percentage point in the County’s unemployment rate over the last two years
reflects the addition of 12,800 employed residents over the 1998:Q3 to 2000:Q3 period, while the
labor force increased by only 9,332 persons.  Even if the U.S./Maryland economy continues strong,
County employment growth might be low due to the availability of workers.

There is a “natural rate of unemployment” thought to be around 3-4% of the labor force.  This
natural rate means that there will always be individuals counted as unemployed due to any number
of factors including labor force transition, seasonal influences, new labor force entrants, etc. Thus,
future year-over-year County employment comparisons could show employment growth slowing.
 However, the recent turnaround in labor force growth is encouraging.  New additions to the labor
force implies the potential to add residents to payrolls, hence, yielding higher income tax collections.
 

Historically, the County’s unemployment rate has generally been a little higher than the

State’s and this trend continued in the third  quarter.  In 2000:Q3, the State’s unemployment rate
averaged 3.4% compared to the County’s 3.9%.  In September, the State and County recorded
unemployment rates of 3.4% and 4.1%, respectively, with the both the State and County up slightly
from September 1999.  For comparison, the current (October) U.S. unemployment rate was 3.9%
-- a 30+year low rate.

September 2000 unemployment rates varied considerably throughout Maryland with
Baltimore County ranking 17th Statewide out of Maryland’s 24 jurisdictions (including Baltimore
City). Statewide unemployment rates varied from below 2% in Montgomery, Howard and Frederick
counties, to above 5% in Garrett, Allegany, Dorchester and  Somerset counties and Baltimore City.
 Baltimore City had the highest unemployment rate at 7.3%.  

Within the Baltimore Metropolitan Area (BMA), the County’s unemployment rate of 4.1%
ranked second highest and for the first time in recent memory was at the BMA September average
of 4.1%, an average that is strongly influenced by Baltimore City.  If the City’s employment data were
excluded, the September 2000 BMA unemployment rate would have been only 3.1%.  Thus, while
Baltimore County’s labor markets seem to be performing reasonably well, after excluding the City’s
data, it lags well behind the regional employment performance.
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HOUSING
Existing-home sales data for Baltimore County over the 1994 to 2000:Q3  period
are presented in Figure 3 below.  Annual existing home sales in the County have
generally been trending upward over the last eight years, and in 1999 set a record at
9,021 units --  around 20% above the 1995-99 average.  However, for the 2000:Q3
period, County existing home sales slipped below the comparable third  quarter
period for the first time since 1994, but still remain ten percent above the average

third quarter sales level for the previous five years.  Thus, while sales are slowing, reflecting
increasing economic uncertainity and the lower availability of units for sale, County existing home
sales still remain relatively strong. 

County existing home sales in 2000 have fallen below comparable 1999 sales in every month
except May.  In 2000:Q3, County existing home sales were 9.4% below the 1999:Q3 period -- 2,385
units versus 2,632 units, and for the first nine months of 2000 were 7.9% below the comparable
period.  Declines in existing home sales reflect several factors including relatively higher mortgage
rates with the 30-year conventional mortgage rate in 2000:Q3 averaging 8.0%, ahead of the
comparable 1999 and 1998 periods by 20 basis points and 110 basis points, respectively.  
Additional factors slowing sales include increased economic uncertainity caused by lower stock
prices (negative wealth effect) and, the low inventory of available existing homes for sale in the
County, which in 2000:Q3 was at the lowest comparable quarter in the data series history (1992 to
present) and 16.4% below 1999:Q3.  While mortgage rates in October are off their 2000 high set
in May, the lack of a strong inventory of available homes for sale will likely persist and will be
affecting future County existing home sales.

Existing Home Sales 30-Yr. Conventional Mortgage Rate

Annual Third Quarter Annual Third Qtr. Avg.

1993 6,632 1,867 7.3 7.1

1994 6,632 1,808 8.4 8.6

1995 6,185 1,896 8.0 7.7

1996 7,144 1,966 7.8 8.2

1997 7,040 2,033 7.6 7.5

1998 8,291 2,298 6.9 6.9

1999 9,021 2,632 7.4 7.8

2000 n.a. 2,385 n.a. 8.0
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MORTGAGE AND OTHER INTEREST RATES

From June 30, 1999 to May 16, 2000, the Federal Reserve Federal Open Market
Committee (FOMC) increased short-term interest rates (federal funds rate) six times
in an attempt to slow the economy’s growth rate as a preemptive strike against
inflation. However, those interest rate increases may have been too much.  In a
January 3, 2001 surprise move outside of a regularly scheduled FOMC meeting, the
FOMC cut the federal funds rate 50 basis points to 6.0% from the previous 6.5% --

a nine year high.  (The federal funds rate is a main variable that major financial institutions use in
setting their prime business lending rate, consumer loan rates, and to a lesser extent, long-term
mortgage lending rates.)

In addition to trimming the federal funds rate, the FOMC reiterated their late-December
official bias towards lowering interest rates in order to prevent the U.S. economy from slipping into
a recession.  This leaves the door open to the possibility of another interest rate cut when the FOMC
meets on January 30 and 31. 

Most economists echo the new FOMC view  that the biggest economic risks are weighted
more towards economic weakness versus the threat of inflation.  No one knows with certainty how
quickly, or if, the recent interest rate cut will work its way through the system and stimulate the
economy.  But, if current interest rate levels, combined with other economic considerations, i.e.,
declining wealth caused by lower equity market prices, begin to more deeply affect consumer and
business spending decisions, the economy could slow sharply or even contract.  In that environment,
negative consequences abound, from falling local tax receipts to an increase in the unemployment
rate. 

Interest Rates

90-Day Treasury
Bills

10-Yr.  Treasury
Bonds

30-Yr.
 Conven.
Mortgage

30-Yr.
 Mortgage less

10-Yr. T.B.

 1998: Q3 4.96 5.20 6.86 1.66

 1998: Q4 4.37 4.67 6.77 2.10

 1999: Q1 4.53 4.98 6.88 1.90

 1999: Q2 4.59 5.54 7.21 1.67

 1999: Q3 4.79 5.88 7.80 1.92

 1999: Q4 5.20 6.14 7.83 1.60

 2000: Q1 5.70 6.48 8.26 1.78

2000:Q2 5.89 6.18 8.32 2.14

2000:Q3 6.20 5.89 8.03 2.14

Dec. 22, 2000 5.67 5.10 7.17 2.07

Source: Federal Reserve Board











PART II
REVENUE REPORT



13

ECONOMIC IMPLICATIONS FOR COUNTY REVENUES

Most  economists are currently forecasting that the FOMC will engineer a slowdown from the
economy’s projected 5% growth rate in 2000 to a more sustainable, lower inflationary growth rate
of around 3%-3.5% in 2001.  However, U.S. monetary history suggests that the timing and
magnitude of changing interest rates, especially rising rates, on the economy is uncertain.  The
FOMC had raised interest rates six times from June 1999 to May 2000.  However,  those interest
rate increases, when they finally worked their way through the system, may have been too much for
the economy to absorb.  On January 3, 2001, in a surprise move outside of a regularly scheduled
FOMC meeting, the FOMC cut the federal funds rate 50 basis points to 6.0% from the previous
6.5%.  While both long-term and short-term interest rates had already backed-off from their early-
2000 highs prior to the FOMC interest rate cut, they were given another shot downward.

In a changing interest rate environment, even small exogenous shock to the economy can
cause significant problems.  For example, in 1990/1991 an oil shock tipped the U.S. into recession.
 It is possible that slower profit growth could be the next catalyst.  It is important to keep in mind that
if the FOMC is successful and engineers a “soft landing” for the economy, (i.e., slower growth without
a recession), as the U.S. economy slows, the growth rate in County revenues will also slow.  On the
other hand, if the FOMC goes too far and fails to be proactive in lower rates and the U. S. economy
contracts, County revenues could contract.

Current Baltimore County economic data are mixed.  Employment and jobs in the County are
up from prior year levels.  Sales of existing single family homes in the County are down by nearly ten
percent from 1999:Q3 to 2000:Q3, but pending home sales over the same period are ahead by a
little over ten percent, suggesting existing home sales will finish the year on a positive note.  New
construction activity in 2000:Q2 is down by 18.2% over the comparable 1999 period with residential
building activity down a modest 5.2%, new non-residential building activity down 89.1%, and
additions, alterations and repairs up a strong 26.0%.  In 2000:Q3, the 30-year conventional
mortgage rate was about one quarter of a percentage point above 1999:Q3, but recently it has
dropped to a little above seven percent.

Over the last few years,  the Maryland and U.S. economies have been more in sync than
those of the early 1990's, as has the economic activity between the County and the State.  In some
recent years, personal income growth in the County has exceeded the State’s growth rate, while in
other years State personal income growth has exceeded the County’s.  With the U.S. economy
expected to grow by around 5% in 2000 and by a little over 3% in 2001, expectations for the
County’s economy and revenue generation capabilities remain positive, albeit at reduced levels of
growth.  Current forecasts for various components of County revenues were developed with the
following underlying assumptions:    

INCOME TAXES:  A rising employment picture suggests rising personal income and, thus
higher income tax revenues.   However, sharply lower equity markets might initially mean some
increased income tax revenues because of higher capital gains -- gains that were finally realized
from rapidly rising stock prices prior to the spring of 2000 (revenues from capital gains account for
10%-15% of all income tax revenues and from 3%-5% of total County revenues).   However, after
those gains are realized, growth in income tax revenues are likely to slow because of lower capital
gains.  As of December 21, the Dow Jones Industrial Averages and the NASDAQ were down by
10.8% and 54.4%, respectively, from their 2000 highs.

PROPERTY TAXES:  A  weak construction market and scantly rising residential property
values might indicate a slower growth rate in property tax revenues.
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RECORDATION AND TITLE TRANSFER TAXES:  A softer residential resale market would
suggest a decline in County recordation and title transfer taxes.

Currently, the Auditor’s Office is forecasting that County revenues will grow by
3.7% in FY 2001 and by 1.4% in FY 2002.  The 3.7% for FY 2001 is the same as in FY
2000 but the FY 2002 estimated growth rate would be the lowest since FY 1992.  








